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Why are companies looking for alternatives to traditional offsets?

Paris agreement, Science-based 
targets and Net Zero

Biodiversity and community 
co-benefits

Risk management
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The main offset certification standards
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UN CDM Verra (VCS) Gold Standard EU ETS

About • The Clean Development 
Mechanism is a framework for 
carbon offsets under the Kyoto 
Protocol. The CDM 2% fee is the 
main source of income for the 
UNFCCC Adaptation Fund.

• Since its launch in 2006, Verra 
(formerly called Verified Carbon 
Standard, or VCS) has grown into 
the world’s largest voluntary 
GHG offset certification program.

• Gold Standard was established 
in 2003 to ensure reduction 
projects also contributed to 
broader sustainable development 
goals including the SDGs. 

• Some companies also choose to 
purchase and cancel quotas from 
the EU Emissions Trading 
Scheme (ETS). Those are traded 
at a daily price like other 
commodities.

Driver • UNFCCC • Environment and business 
leaders

• WWF and other NGOs • EU

Volume issued 
by 2019

• 535 million tons • 380 million tons • 117 million tons • 1,571,583,007 allowances
• -2.2% from 2021 (phase 4)

AFOLU 
methodology

• 18 different A/R methodologies. • Verra currently does not have an 
A/R methodology, but refers to 
CDM for specifics. 

• If rules conflict, the general VCS 
standard takes precedence. 

• Gold Standard has its own A/R 
methodology, but also accepts 
CDM methodologies.

• N/A

Cancelling quotas is not a flawless 
approach either, and has previously 

been criticized for not contributing to 
any real emissions reductions when the 

carbon prices were lower.
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Cutting out the middle man
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Cutting out the middle man
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Demonstrate additionality – Would the reductions 
have happened without the project?

Are based on a credible and realistic baseline –
Is the estimate of emissions reductions credible 
and conservative compared to “business as usual”?

Provide authentication, monitoring, reporting 
and verification – are the calculations and methods 
used transparent and carried out at specified 
intervals by an independent third party?

Have a clear chain of custody – Do the offsets 
have a unique identification number for transfer or 
use ("retirement") through a credible registry 
system?

Represent permanent reductions – Will the 
emissions reductions be permanent or is there is a 
risk that emission sources will be re-established?

Avoid carbon leakage – Is there risk of the project 
activities causing emissions to increase significantly 
elsewhere?

Are only counted once – How does the project 
safeguard against double issuance, dual use and 
double requirement?

Do no harm – How does the project ensure 
compliance with environmental, social and all local, 
regional, national and international regulations and 
obligations?

Considerations when selecting offsets
When purchasing or producing offsets, companies should ensure that the they…
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Risk that the trees will 
not be planted

Problems calculating 
the offset baseline 

(i.e. effects occurring throughout the 
entire tree lifetime)

Climate-related 
physical risks

(e.g. storms, pests and fires)

Problems with 
additionality 

(the trees already exist)

Community 
displacement,

deforestation and pollution of water 
sources

Risk of future felling

Main risks associated with forestry (AFOLU) offsets
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Project design examples

No harvest or harvest at end of project Harvest halfway Ongoing harvest and re-planting
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Including the emissions associated with 
transportation, preparation and planting
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Forestry carbon offset projects require extensive data documentation, including

What you need to know
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Baseline data Permanence Secondary effects Company data

 Existing and historical activities 
carried out on the land

 Geographic location of each activity

• Uncertainties and risk of reversal 
(e.g. forest fire, disease, etc.)

• Carbon emitted from transport, site 
preparation, site harvesting, market 
response

 Expected development in the 
demand/ need for offsets in the 
project period (how many emissions 
need to be compensated?)

Expected project sequestration

Geographical data Cultural data Vegetation data Project data

 Potential project area(s)
 Preferred location(s)
 Infrastructure (road, houses, etc.) 
 Water Bodies 
 Protected Areas 
 Biodiversity Areas 
 Regional land use

 Where Affected People are situated 
 Sites with special cultural, ecological, 

economic, religious or spiritual 
significance 

 Sites with special significance for 
indigenous people and local 
communities – resulting from the 
Local Stakeholder Consultation (LSC) 

 Species-specific data (trees)
 Expected density
 Data required to estimate carbon in 

deadwood litter
 Data required to estimate carbon in 

standing deadwood

 Tree species
 Naturally occurring species
 Tree mix
 Density
 Planting frequency
 Harvest plans
 Planned use of fertilizer
 Trimming and maintenance
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Demand for better guidance
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In 2019, WRI surveyed 417 professionals from business, governments, NGOs, academic/research institutions and consulting from 50+
countries to assess the demand for additional Greenhouse Gas Protocol guidance on carbon removals (natural and technological), 
bioenergy, land use and land use change.

Source: The GHG Protocol

https://ghgprotocol.org/sites/default/files/GHG%20Protocol%20-%20Land%20Sector%20and%20Removals%20Initiative%20-%20Overview%20%2811-20%29.pdf
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Three things to watch

1. The GHG Protocol
The GHG Protocol is developing additional guidance for 
new guidance on how companies account for and 
report activities in their greenhouse gas inventories 
from land use, land use change, carbon removals and 
storage, bioenergy and other biogenic products.

Timeline: Draft guidance for public 
consultation in Q3, 2021.

2. Carbon Insetting
The insetting alliance and the insetting platform are 
working with companies such as H&M, Nespresso, 
Chanel and L’Oréal to offset within their own supply 
chains.

3. Article 6 of the Paris Agreement
The rules for the carbon market set out in the Kyoto 
Protocol are to be replaced by the Paris Agreement, 
but Article 6 has yet to be agreed upon.

Timeline: November 1-12, 2021
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular in dividual or entity. 
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after 
a thorough examination of the particular situation. 
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